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DEPARTMENT OF HEATTH & HUMAN SERVICES —
. : Canters for Madicare & Medicaid Services
v San Francigcos Reglanal Office
75 Hewthome 5i., Suie 408
San Francsod, CA 105
MAR 28 202

Phyllis Biedess, Director

Arizona Health Care Cost Containment System
801 E. Jefterson

Phoenix, AZ 85034

Dear Ms, Biedess:

Enclosed is an approved copy of Arizona State plan amendment (SPA) 01-018, regarding the State's
prospective payment system for reimbursing Federally Qualified Health Centers and Rural Health
Clinics. 1am approving this SPA with the request effective date of January I.%’.‘h

r

If you have any questions, please have your staff contact Ronal Reepen at (415) 744-3601.
Sincerely,
Linda Minamoto

Associate Regional Administrator
Division of Medicaid

Enclosure

cc:  Joan Peterson, CMS,CMS0, FCHPG
Elliot Weisman, CMS,.CMS50,PCPG
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State: ARTZONA
METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
OTHER TYPES OF CARE

L]

Federally Qualificd Health Centers (FQHCsVBural Health Clinics (RHCs)

AHCCCS will utilize the following peyment methodelogy from Jamuary 1, 2001, forward.

f)

z)

AHCCCS will establish a baseline Prospective Payment System effective January 1, 2001. The calculation
will conform to section 1902(a)(15)(c) of the Social Security Act. AHCCCS will use the centerclinic’s
fisoal year that ends during calendar year 1999 and 2000 for the base rate calculations. Om a prospective
basis, the Medicare Economic Index (MET) at the beginning of each federal fisoal year (October 16t) will
update rates. The baseline rates for 1999 and 2000 will be calculated based on the pravider’s cost data for
the center/elinic's fiseal year that end during calendar year 1999 or 2000. Costs included in the base rate
caleulation will inclide all Medicaid covered services provided by the centerclinic. The calculated 1335
and 2000 base rates will be averaged by caleulating & simple average of the costs per encounter for 1999
and 2000. The calculation is as follows:

Total Medicaid costs 1999 + Totl Medicaid costs 2000 = Average Cost Per Visit
Total visits 1999 + Total visits 2000

These base ratey will then be indexed forward wilizing the MET from the midpoint of the cost report period
being wtilized, to the midpoint of the initial rate period (Tanwary 1, 2001 through September 30, 2001).
Apnually thercafter, the MEI will be applied to the inflated-based rates at the beginming of the federal
fiscal year (October 1st). AHCCCS and the FQHCSRHCs have agreed to supplement payments to the
FQHCsMHCs payments once the PPB bascline is established, if nacessary.

For a centerfelinic that becomes a FQHC or RHC after FY 2000, AHCCCS will calculate the initial rate
using data from an established FQHC or RHC in the same or adjacent area with a similar caseload. Absent
an existing FOQHC or RHC with a similar cageload, the center/clinic rate will be based on projected casts
subject to tests of reasonableness. Costs would be subjected to reasonable cost definitions as outlined in
Section 1833(a)(3) of the Act. If a conterfelinic has inadequate cost data for one of the bage periods, that
center/clinic's rate will be cstablished from the data fhat is available. If an existing cemterfclinic has
inadequate data for both perinds, they will be trested a5 2 now center/clinic.

If there iz = change in scope of service, it will be the responsibility of the FQHC/RHC'S to roquest
AHCCCS to review services that have had a changs to the scope of service. Adjustments will be mads to
the base rates ob a casc bagis where the PQHC/RHC's can demonstrate that the increases or detrease: in
the scope of services is not reflected in the basc rate and is not tempotary in nate. [f an PQHC/RHC
requests a change in scope due to an increase in wtilization for scrvices fncluded in the PPS, current
utilization will be cothpared to the utilization used in the calculation of the PPS from appropriate -ate
adjustments. IF it is detertmined that a significant chenge in the scope of service has ocourred, the
reasonable incremental cost per encounter from this change will be added to the FPS rate and a new rate
will be egtablished. A change will not be considered significant unless it impacts the base rate by 3% or
more, This new rate will be effective on the date the change in scope of service was implemented.
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATES
OTHER TYPES OF CARE

4) FQHCS/RECs that provide services under a contract with a Medioaid managed carc entitiy (MCE) will
receive quarterly statc supplemental payments for the cost of fumishing such services, that are an estimate
of the difference between the payments the FQHC/RHC rcccives from MCEs and the payments the
FOHC/RHC would have received under the BIPA PPS methodalogy. At the end of federal fiscal year, the
total amount of supplemental and MCE payments received by each FQHC/RHC will be reviewed against
the amount that the actual number of visits provided under the FQHC's/RHC’s contract with MCEs would
have yielded under the PPS. The FQHC/RHC will be paid the difference between the PPS amount
caloulated using the actual mumber of visits, and the total amount of supplemental and MCE payments
received by the FQHC/RHEC, if the PPS amount exceeds the total amount of supplemental and MCE
payments. The FQHC/RHC will refind the difference between the PPS amount caleulated using the actuzl
number of visits, and the total amount of supplemental and MCE payments received by the FQHC/RHC, if
the PPS amount is less than the total amount of supplemental and MCE payments.

__ The peyment methodology for FQHCSRHCs will conform to section 702 of the BIPA 2000
legislation.

% The payment methodology for FQHCS/RHCs will conform to the BIPA 2000 requirements for 2
Prospective Payment System.

___ The payment methodology for FQHCs/RHCs will conform to the BIPA 2000 requirements for an
alternative payment methodology.
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